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The Major Problem Created by the 
Machine Age 


By 
ARTHUR ANDERSEN 
Arthur Anderson & Co., 

Chi Illinoi 


The National Association of Cost Accountants 
does not stand sponsor for views expressed by 
the writers of articles issued as Publications. 
The object of the Official Publications of the 
Association is to place before the members 
ideas which it is hoped may prove interesting 
and suggestive. The articles will cover a wide 
range of subjects and present many different 
viewpoints. It is not intended that they shall 
reflect the particular ideas of any individual 
or group. Constructive comments on any of 
the Publications will be welcome. 


Additional copies of this Publication may be 
obtained from the office of the secretary. The 
price to members is twenty-five cents per copy 
and to non-members seventy-five cents per copy. 
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EDITORIAL DEPARTMENT NOTE 


Economics although a very human science has been subjected 
to too much closeted thinking. Much of this thinking has been 
based upon seemingly indestructible logic and yet we now find 
ourselves in a world economic situation, perhaps as severe in } 
many of its aspects as we have ever experienced. Is it not high 
time that the social thinking business man, motivated by desire 
for profit, got together with the theoretical economist to try 
to find the key that will unlock the door leading to the way out? 
There is probably much in the current business practice and in 
the established findings of the economist that is useful; let that 
part of the work of each which is not useful be discarded. 


Our paper this time is not an accounting paper but it touches 
a subject that is very close to the daily work of every account- 
ant. The machine age, although usually illustrated in its prog- 
ress by examples taken from the field of direct production 
workers, has had quite as much of an effect in the office where 
the accountant earns his daily bread. Is it not true then that 
accountants should seek that phase of their work which cannot 
be mechanized when they realize the dangers that beset their 
path of detailed routine? We believe that this paper presents 
an unanswerable argument for every accountant to fortify his 

ition with a development of his native intelligence and train- 
ing along the pathways of management. 


Some of the conclusions of the author are also interesting at 
this time because of the widespread publicity that is being ac- 
corded the advent of the 6-hour day by the Kellogg Company, 
a large breakfast food manufacturer. Here we have tested in a 
practical way, one of the proposals that our author makes. 


Mr. Arthur Andersen, the author of this paper, is the head 
of his own public accounting business with head offices in Chi- 
cago and branches in several cities. Although he is compara- 
tively a young man, his experience has been varied and interest- 
ing, covering both the teaching and business fields. He was | 
formerly a Professor of Accounting at Northwestern University 
of which institution he is a graduate, but has devoted his major 
interest to his business during the past few years. Recently his 
University honored him with election as President of its Board 
of Trustees. This paper was delivered before the February 1931 | 
meeting of our Detroit Chapter. 
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THE MAJOR PROBLEM CREATED BY THE 
MACHINE AGE 


O* THE several occasions in which I have appeared before 

the National Association of Cost Accountants, I have always 
felt the urge to speak freely and perhaps a bit philosophically 
on certain important phases of business. This is largely for the 
reason that I believe in this organization there is a real breadth 
of viewpoint and a depth of understanding in respect to the funda- 
mental conditions upon which all business rests. 

That wonderful film, “Power in the Making”, which has just 
been thrown on the screen for us brings home the tremendous 
mechanical development that has taken place in this country in 
perhaps the last decade or two, with greater emphasis in the last 
decade. Many of us are inclined to accept this growth as a natural 
thing, and we fail to realize that for an industrial civilization to 
continue to exist, it must continue to serve mankind in the broad- 
est possible sense, which is the purpose of all civilization. We 
fail to take into account the dangers which may be inherent in the 
rapidity with which these machine changes are brought about. 
Therefore, I think I can say that business statesmen should be 
far more concerned today with the broad meaning of the un- 
employment situation that exists than with merely the immediate 
means of relieving the effects of this unemployment. The depres- 
sion itself, of course, was not solely and wholly attributable to the 
unemployment situation any more than unemployment results 
solely from the depression. There are many cther collateral things 
which have entered into it, one of which is undoubtedly the drop 
in the value of silver. But as against all the factors that have been 
brought before us as accounting for the extreme conditions of un- 
employment, I think we can lay our finger on the one single out- 
standing condition, namely, the intensive development of mass ee 8 
production. 

It has been said that all things carry within themselves the seed 
of their own destruction, and in the past year I have been wonder- 
ing if this is true also of our present industrial system. I speak 
not as an economist, a statistician or as a radical, but rather as an 
interested eye-witness of events that cannot help but have pro- 
found meanings. For over a year the air has been thick with 
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subjects of discussion. Bankers have dealt with matters of na- 

tional and internat’ nal credits, trade balances, gold movements and 

so on. Economists have pondered over the means of interpreting 

and correcting cyclic movements. Manufacturers have had their 

problems of excess capacity, keen competition, declining com- | 
modity prices and revision of costs. But all men have had one 
subject of discussion in common, namely unemployment. 

If there is a germ of destruction within our present industrial 
system, it is that of the growing element of unemployment. It 
has been said that the most beautiful thing in the world is youth, 
and a pity it has to be wasted on children! But in my opinion 
nothing is more beautiful than a steady job, and that usually be- 
comes more valuable as the age of its possessor increases. It is 
increasingly difficult for men who have crossed the 40 year line 
in age to find jobs, or make new connections. Unemployment 
itself is a simply defined thing. It consists merely in a lack of 
work for one who desires to work. The complex factors enter in 
when one seeks the causes of unemployment and the results of 
unemployment. Basically there are four types of unemployment 
which may be defined in terms of fundamental cause as (1) Resid- 
ual (2) Cyclic (3) Social and (4) Technological, which is a 
word of more recent coinage. The last named is the type which 
seems to me to be the most dangerous, for it is truly created by 
the present machine age and if not checked by intelligent action 
will continue to grow in volume and in evil effects. 

Residual unemployment is that which has been always with us 
and probably always will be. It is produced by restlessness and 
unfitness. It is that due to an interval between jobs. Normally, 
it is of small percentage, is not particularly harmful, and is not 
susceptible to any present practical control. 

Cyclic unemployment is that which appears in times of industrial 
recession and is the type which is most evident. It comes about 
because of a diminished production which is usually the aftermath 
of overproduction. I have little patience with the view that in a 
country like this we must have our depressions in order to con- 
tinue to go forward. In other words, if these depressions are a 
necessary consequence of prosperity, then are we not paying much 
more for prosperity than prosperity itself is worth. These indus- 
trial cycles have occurred very definitely in the past hundred 
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years, with elements of almost uncanny time regularity. They 
have been the subject of voluminous study and analysis and every- 
thing about them is clearly known, except how to prevent their 
recurrence. Such unemployment is regarded as almost inevitable 
but is, on the long scale, temporary. It is to relieve cyclic unem- 
ployment that thought is given to unemployment insurance, to 
working men’s doles, and so forth. I believe the American work- 
ingman does not want paternalism, yet always it seems that more 
thought is given to lessening the ill effects of cyclic unemployment 
than to preventing it. 

Social unemployment is the name I have given to the lack of 
work caused by the increased efficiency of workers when they 
are massed together for productive purposes. For example, ten 
men might be engaged in making shoes entirely with hand tools and 
hand labor and their average output may be one pair per day per 
man, when each man performs every operation on one shoe. If 
the ten men are grouped together, each performing certain opera- 
tions on all shoes, the increased dexterity of operation may result 
in a total output of fifteen pairs of shoes per day. Obviously, 
in this case the potential employment of five more men is lost, 
which may be classed as social unemployment for that five. A 
more practical present day application of this is seen in the opera- 
tion of packing plants, where there is a tremendous percentage of 
hand labor with simple tools, but where high efficiency 1s attained 
by the subdivision of operation, the careful planning of the work 
and the large volume of material consecutively handled without 
lost time. 

Closely allied to the factor of social unemployment is that of 
technological unemployment. It is caused by the increased effi- 
ciency of workers when they are provided with proper machine 
tools. It may be very simply illustrated by the fact that one man 
with a steam shovel replaces 100 men with shovels. It is very 
intricately illustrated in any one of our modern factories, where, 
by the use of standard and special tools, of conveyors, of auto- 
matic machinery, of subdivision of operations, of carefully planned 
routine, the per man output per day may be as great as the per 
man output per year might be otherwise. It is extremely difficult 
to evaluate all of the factors of technological unemployment, for 
there are tremendous compensating elements. Thus, under the 
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machine system, it is possible to make things which could not 
possibly be made under the hand labor system and so employ- 
ment in huge amounts is created. 

Social unemployment and technological unemployment thus go 
hand in hand. Machine methods of production could not very 
well be effective without the social grouping of workers, and social 
unemployment would have little consequence were it not for the 
reenforcing effect of technological unemployment. Thus, it is pos- 
sible to consider social unemployment as an integral part of the 
former. Similarly, it is difficult to disassociate this from a pro- 
nounced effect on the other two types of unemployment. Tremen- 
dous machine development permits tremendous output, and the 
overgearing of production thus possible permits accumulation of 
stocks and may result in cyclic unemployment. In times of ac- 
tivity the demand for increasing output requires that there be 
effective machine operators, but as demand falls off, there is 
sterner competition, costs become important, personnel require- 
ments are tightened, and the general tendency of American in- 
dustry of the better managed companies is to make closer and more 
careful study of personnel requirements, and translated in terms 
of individual function, they not only study present capabilities 
but they go back into heredity to determine all the factors. In 
other words, the demands that are to be made upon the coming 
generation with respect to measuring up to higher standards of 
everything will be far beyond what you have witnessed in our 
generation and, of course, ours is correspondingly higher than 
that required of the preceding generation. Personnel requirements 
are tightened and only the most efficient, younger and more physi- 
cally fit of the workers are desired. Dexterity is demanded rather 
than skill. Therefore, larger numbers of the semi-unfit are re- 
jected and residual unemployment increases. Truly, technological 
unemployment is the major problem created by the machine age! 

It may be questioned just how real this bogey is. For an answer 
one needs only to turn to data compiled by the Federal Reserve 
Board, recently published, showing the volume of manufacturing 
production and the corresponding number of employees for the 
past 30 years. If the output per employe is taken as being unity 
in 1899, then the output per employee was approximately 1.63 in 
1929, and despite increased output and the effort to maintain 
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employment was still 1.42 in 1930. In other words, two men today 
can produce the output of three men in 1899. Unfortunately, this 
comparison does not begin to tell the whole story, for practically 
this entire change has taken place in the last ten years. It is 
interesting to note the years taken to bring about the development 
in the generation of power, as illustrated in the movie that we saw 
tonight. Despite our tremendous volume of manufacturing in 1929, 
there were less actual employees in that year than there were in 
1917, 1918, 1919, 1920 or in 1923. 

It is, of course, easy to say that as men are released from one 
class of industry by improved effectiveness of equipment, they 
are absorbed by some newly developed industry. This has been 
the “luck” upon which we have rested so far. The old “machine 
fear” has been held by labor for more than the past hundred years 
and in specific instances has led to riots, strikes and destruction 
of equipment, and more passively to restricted output and “sol- 
diering”, but thus far there has been no drastic culmination of 
the replacement of men by machines. This is because the ma- 
chine factor has, to a considerable extent, always carried with it a 
twin factor which tended to nullify the possible evil effects of ma- 
chine production. The human ingenuity which has made machines 
possible has also succeeded in devising new things for machines 
to produce. In the last century one new industry has followed 
another in a procession of miracles, so endlessly that one ceased 
to expect an end. Now, we must give thought to the possibility 
of a continued ingenuity in the development of machine processes, 
with a slackening in the devising of new products. 

Perhaps there are devices for human use far beyond the realm 
of present imagining, yet the rate of increase in new devices 
cannot be maintained. The necessities of the human race are 
fairly simple in their broad classification, and in the past, luxuries 
have been converted industrially into necessities. In the order of 
their importance and of their development, our necessities are 
food, shelter, clothing, transportation and amusement. The basic 
elements of the first three have long been developed and are now 
subject only to refinements. The factor of transportation really 
has only been developed industrially in the past hundred years, 
and our railroads, steamship and automobile industries are partial 
indices of its importance. They also are partially by-products of 
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the necessity for amusement, while the phonograph, radio and mov- 
ing picture industries indicate how seriously we take our amuse- 
ments. Thus two of our five necessities are only recently of large 
development. Communication is a part of transportation and a 
part of amusement, so to the industries already noted may be 
added our telephone and telegraph systems and a good part of 
the printing industry. It would appear that practically the major 
part of our present industrial activity is devoted to our two re- 
cently acquired necessities. Can anyone suggest where we may 
find two or three new necessities to take up the slack in employ- 
ment created by a more perfected mechanization of those we now 
have? 

While these basic facts of technological unemployment have 
been evident for the past several years, their importance has been 
obscured by a decade of industrial prosperity where employment 
has been created by the artificial stimulus of credit and nothing 
more and nothing less. Now, when the pinch has come, they 
reveal their influence. Recently a prominent economist stated “The 
development of a new industry to absorb large numbers of work- 
ers, as did the automobile business ten years ago, is unlikely in 
the near future. * * * The long term trend of factory employ- 
ment, especially in the industries where the machine predominates, 
is downward”. Similarly, the editorial comment on a recently pub- 
lished book significantly states, “It emphasizes the increasingly 
important problem of unemployment in prosperous times rather 
than during business depression”. These and similar comments 
indicate the truth of the idea that man does much constructive 
thinking in times of adversity. 

This trend of comment indicates that thought is being given 
to an analysis of the factor of unemployment in relation to the 
whole scheme of industry. But, in addition, there are various 
stray literary sparks which indicate that thought is being given to 
the constructive answer to some unemployment problems. Thus, 
from a publication of the United States Chamber of Commerce 
comes the comment, “The acceptance of the theory that prosperity 
is contingent upon the continuous employment of virtually the 
entire working population places a large share of the responsi- 
bility for stabilizing employment squarely upon the management 
of industrial enterprises”. If there is any criticism of American 
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business, it lies in this direction, as I see it, namely there has 
been an inability to recognize this rather important and serious 
trend which in itself would inevitably create problems that would 
call for the greatest brains that this country can produce in the 
way of business statesmanship. From another source we hear, 
“Tt is time that our much vaunted industrial supremacy took ac- 
count of its own shortcomings and paid as much attention to the 
unemployment of labor as it does to the unemployment of capital”. 
That sounds like a socialistic statement. It is not anything of the 
kind. It means merely that the capitalistic principle, which prob- 
ably is the only satisfactory method of working out the problems 
of all of the peoples of the world, must be modified in order to 
meet changing conditions, in order to discharge its responsibility, 
not only to the capitalists, to whom it must look for leadership, 
but also to the large majority of workers that make up in part 
the capitalistic system. 

Another editor believes that: “Work should be shared among 
many employees during depression periods rather than dismiss 
a portion of the working force”. Less technical, and therefore 
less obscure, is the comment, “Every worker, almost without ex- 
ception, when he starts discussing unemployment, declares emphati- 
cally, even vehemently, that the remedy is the shortening of the 
work week, also the day”. 

The present critical aspects of the problem of unemployment 
have been largely brought about by the speed with which con- 
ditions have been changed in the past ten years. This speed was 
in part caused by the intense stimulus to production brought 
about by the war (both war and post-war). In other words, 
many of us failed to realize that the condition which led to the 
prosperity of 1929 was really an accumulation of necessities which 
could not be met during the war and that as soon as the war 
was over we started out to fulfill these requirements. What were ‘i 
they? Buildings, concrete roads, automobiles, and many other = 
things. That was the basis to start with of the intensive manu- + 
facturing demand which existed folowing 1920 and 1921 and 
made up in a large measure the period of prosperity that then 
followed. Perhaps also the depression of 1921 caused a lot of 
constructive thinking and planning on the part of our masters of 
industry. Another factor, of course, has been the injection of a 
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huge volume of credit in this period to permit radical change in 
manufacturing equipment and methods. A subfactor in the prob- 
lem has been the injection into industry of an increasing num- 
ber of women workers. 

This latter phenomena has been variously interpreted. Some lay 
it to the necessity for women workers when man power was de- 
pleted by the formation of huge armies. Some class it as a psycho- 
logical trend, “The new freedom of women”, women desiring 
recognition of economic parity with men. Both of these forces 
have probably had a share, but the real factor is that of our old 
enemy, technological unemployment. That is, woman’s original 
work in caring for the home has been tremendously decreased by 
the benefits of the machine age, and women thrown out of em- 
ployment in home care have sought employment in other fields. 
Machine assistance to home care must not be interpreted merely 
in terms of washing machines, vacuum cleaners, electric irons and 
other direct aids, but must include the indirect effect of our huge 
textile industries, the clothing industry, baking industry, canning 
and meat packing industries, and so forth. It must also include the 
effect of electric light and power, of automobiles, of improved 
home building and heating, and of the effect of apartment and 
hotel life. The old adage that woman’s work is never done can 
now almost be translated to mean that nowadays it is never done 
by the woman herself. Of course, the usual compensating factors 
have appeared in that the textile and clothing industries provide 
employment for hundreds of thousands of women, that innum- 
erable women clerks are required in distribution, that use of auto- 
mobiles by women in their spare time has led to larger growth 
in that industry and perhaps even that there is greatly increased 
production in bridge tables and playing cards. The sum total, 
however, is an increase in technological unemployment. 

On the other side, factors have been at work which have tended 
to minimize the growth of unemployment. Our improved standards 
of living and other elements have led to legal regulation of child 
labor, thus eliminating some workers. They have led to compul- 
sory education, thus providing for a greater number of educational 
workers and to employment in the construction of school build- 
ings. Voluntary education, possible by greater per capita wealth, 
leads to the existence of 800,000 students in our colleges and 
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universities who are consumers but not producers. There has also 
been a trend toward shorter working hours per week, not from 
recognition of any distinct economic law, but largely for physical, 
social or psychological reasons. 

Unemployment in any form is a problem created purely by our 
social structure. If we may think back to prehistoric times when 
man existed as an individual, when necessities were the simple 
stark matters of food and shelter, it is evident that there was no 
unemployment. If man was hungry, he sought food. If this em- 
ployment did not net a sufficient return, he died. Only the capable 
workers survived. The first social order of mankind probably 
had to do with the matter of protection, which is one element of 
shelter, and is man’s second necessity. It is probable that indus- 
trial co-operation was an almost immediate sequence as men found 
that food and shelter could more readily be procured by group 
effort than by effort of a lone individual. Still there was probably 
no unemployment, but the ground for unemployment was laid 
since where there are group resources there are always possibilities 
of charity. 

In these first social groupings and, in fact, wherever the social 
grouping is small, it is difficult for unemployment to exist. In 
the days of early settlement in this country, mankind had advanced 
far in mentality, in civilization and in equipment; yet primitive 
conditions of necessity existed. In those days the old law was 
asserted by Captain John Smith when he stated, “Those who won't 
work shan’t eat”. There is an individual consciousness as distinct 
from a state consciousness, since the burden imposed by any un- 
employment was instantly felt and directly translated into in- 
creased effort of other individuals. 

Now, however, the burden is more intangible. By reason of 
our present social structure, the individual always carries a large 
indirect burden. As a nation or a state, we support the insane, 
the feeble, the criminal, and hundreds of thousands of industrially 
unfit. That is merely one penalty for civilization. It is a by- 
product of civilization. A different form of burden is imposed by 
the necessity for protection, for legislation, for administration, for 
education, for streets, roads, libraries and what not. How many 
people are thus indirectly employed to the benefit of the state as 
a whole in this country I do not know. Our friend Benito Mus- 
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solini has, however, taken an exact census of the number in 
Italy and gives the figure at 527,769. This country has three 
times the population of Italy, so if the ratio holds, we have around 
one and one-half millions of State servants. I am inclined to 
think there are more than that number. Certainly, we have more 
than that ratio in the city of Chicago. 

In Italy there are now 533,000 unemployed so if these are 
added to the State employees, it is found that each group of 20 
workers, or perhaps less, must support at least one man who is 
not productively engaged. In the United States our figures on 
unemployment are much greater. There are between six million 
and seven million idle. If state employees and our industrially 
unfit are added, I believe that right now each group of five workers 
is supporting one person not productively employed. This is in 
addition to women, children and aged who constitute a family 
rather than a State responsibility. 

I have no intention of lumping the industrially unemployed with 
the million or so who are state employed or the other million or 
so who are industrially unfit. The above combination of figures 
is merely a cold presentation of the fact that it is possible, by 
reason of our social organization and our industrial efficiency, for 
five workers to replace fairly adequately the productiveness of 
six. In other words, we are, as a nation and perhaps as a world, 
too effective. 

The factor of productivity is made up of the two elements of 
effort and time. Now, if effort is too productive, the element of 
time must be decreased. If five men, working 54 hours a week, 
can meet the constructive requirements that should be spread 
among six men, the simple mathematics of the problem is that 
six men could work only 45 hours a week. 

There is not the slightest doubt that the above statement is so 
elementary that every statistician, economist, sociologist, or even 
every thinker in the country will be able to rise up with loud 
and provable objections to the idea. Many will claim that there 
cannot be too much production since man is a creature of limitless 
desires and if given the opportunity, will accumulate and use an 
inexhaustible volume of material goods, which, of course, he 
cannot do. Thousands of us know that we can eat about so much 
or we can drink about so much. We can wear about so much and 
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our physical needs are not nearly so great as we are sometimes led 
to believe. If there is any releasing of time as the result of the 
further development of the machine age, it should be used largely 
in a cultural application of leisure time which certainly does not 
address itself solely and wholly to consuming more material goods. 
Of course, mankind as a whole can consume more than it now 
does if the opportunity exists, but unless mankind becomes 100 
per cent socialized, with all human efforts merged for the com- 
mon good and equitably redistributed, there can be no approach to 
a general realization of desires. The nearest approach that is 
possible under our present economic system is to give each in- 
dividual the opportunity to earn in proportion to his ability. At 
the present moment there are millions of people in this generally 
prosperous country who do not have the chance to work. There 
is nothing for them to make which will have a proportionate value 
in a country, which, according to economists, is suffering because 
there is too much of everything. 

Theories for the cure of this situation are many and varied. 
One idea is that if every one should be gainfully employed, re- 
ceiving good wages, the resultant earning power would mean re- 
sultant spending power which in turn would support the increased 
productivity created by the increased employment. This may be 
called the “wheel within the wheel” theory and almost approaches 
the principle of perpetual motion. The difficulty seems to lie in 
the fact that the people and the activities of the United States 
cannot be sufficiently insulated from the rest of the world to permit 
an ideally frictionless rotation of this sort. As the tempo of the 
wheel increases, credit and money tend to flow out of the coun- 
try and so does production. We are geared up not only to meet 
internal consumption but also a part of world consumption. If 
world ability to pay for its share of consumption is then restricted, 
the wheel is slowed, so overproduction occurs before the spinning 
can be slowed to the newly balanced rate. A similar effect can 
be produced if for any reason there occurs a recession from the 
standard rate of demand for any one product. Thus if production 
is geared in accordance with the fact that an automobile needs re- 
placement each five years, then production of cars of an improved 
type, which will last for seven years, will lead to a two year slowing 
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up of production. But if any one element of production slows up, 
the entire wheel must slow up. 

Such irregularities prevent control of the industrial wheel. For 
example, all industry has been used to the fact that iron and steel 
eventually disintegrate into rust and must necessarily be replaced 
by newly produced metal. Now, if the use of a rustless steel be- 
comes universal, which need never be replaced by new metal pro- 
duction, can anyone calculate the actual effect on industry? 


Such an effect is obtained also from an entirely different cause. 
If in our industrial wheel the speed has been set by the fact that 
100 men are required to give a certain volume of production, con- 
sider the result when improvement of machine processes permits 
70 men to give the same unit production. Either production must 
increase, for which there is no corresponding consumption, or 
consumption must be stimulated or else 30 men stand idle and 
must be supported in idleness by the remaining workers. It is 
very evident that too many factors are continually busy influencing 
industry to permit of any rea! nicety of its regulation. 

Added to what may be called the normal fluctuations of industry 
are those which are highly artifiicial but none the less profound 
in their effect. The most disturbing of these are the ones caused 
by manipulation of credit. Basically, all that any man can con- 
tribute to this world of life is labor. His labor may take any one 
of an infinite variety of forms and may have a widely varying 
value. Moreover, its value may be gauged on two different bases— 
that which it appears to have at the time it is expended in the eyes 
of his associates and that which it has on the long time scale to 
humanity which, of course, is the sustaining value. A poet may 
die of starvation while succeeding generations loudly proclaim the 
beauty of his works. An Emperor may live in splendor and be 
cursed down the ages tor the destruction he wrought. Industrially 
speaking, we are concerned with the value of labor in terms of 
current exchange. For labor is traded for labor ; money is a medi- 
um to facilitate this exchange; and credit is the anticipation of 
labor not yet performed. 

Thus labor can be stored, both before and after its creation. 
When a man borrows a thousand dollars, he anticipates his ability 
to make it produce a profit for him. In effect, he uses the stored 
labor of others to augment his own, securing a mass advantage. 
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The difficulty lies in telling whether credit represents stored labor 
or anticipated labor. If it is undeniably stored labor, we claim that 
it is sound credit. If it verges into the field of anticipated labor, 
we call it inflation. It is because credit may thus depart from the 
field of actualities that it complicates the economic situation. 

In the past ten years credit has had a tremendous influence 
because it has been used in such tremendous quantities. When the 
United States loaned money abroad, or extended credit, it, in 
effect, transferred a lot of labor hours which immediately started 
to work making goods in competition with our own production. It 
has seemed in many cases that this country loaned money to other 
countries in order that they might be able to buy goods from us. 
By use of these goods they increased their own productivity. This 
productivity may eventually enable them to repay the loans but 
in the meantime our own outlet will become more and more re- 
stricted and our idle plant capacity will impose heavy fixed charges, 
while our workers will be idle. For instance, what are we going 
to do in the shoe industry where we have a plant capacity permit- 
ting the production of nine hundred million pairs of shoes a year, 
when the consumption in the United States is only three hundred 
million ? 

Of course, it is dangerous for me to depart from my topic of 
unemployment into the field of economic and financial theory, but 
dollars and labor hours are in my eyes one and the same thing. 
If we make the dollars work hard in the form of improved equip- 
ment, the labor hours need be fewer. And if certain economic con- 
ditions cause the dollars to be idle, they should also cause workers 
to be idle. 

At the present moment they need not be so much concern because 
dollars are lying idle, for they cannot starve. But when workers 
are idle, they must be supported in some fashion. Perhaps too 
much attention has been paid to making the dollars earn a profit 
and too little to the profit of the workers. That sounds socialistic, 
doesn’t it? To me it is just business sense, and the readjustment 
of this problem in its final analysis is going to call for the best 
business ingenuity that can be found upon the part of leading busi- 
ness men. Now, after all, success in business can only be true 
success if it is translated into terms of success to the whole social 
order. No one of us can isolate himself, single himself out and 
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call himself independent, act independently of the rest of the 
world. After all, we are only small cogs in this whole scheme of 
mechanism that goes on endlessly and endlessly. It is but a short 
journey that we have on this earth in which we must do the best 
we can for those about us and those who come after us. 

If it be conceded that there is not enough work to give all 
workers a good eight or nine hour day but that there may be enough 
to give all workers a six or seven hour day, is it not more desir- 
able to follow the latter course of keeping the greatest number em- 
ployed, regardless of some increase in the cost of production or 
some individual discomfort? Such a procedure would be an ex- 
pedient and an experiment, but the result of such a policy would 
rapidly become evident. If the necessary volume of production in- 
creased, perhaps a half hour or an hour could be added to the 
working day in preference to the seeking of increased production 
by reason of increased mechanical efficiency. Such a proposal may 
sound retrogressive, but is it any worse than the present spectacle 
of enforced idleness, charity and suffering? 

We have many proverbs bearing upon the desirable effects of 
adversity and necessity, based upon the idea that increased pres- 
sure promotes increased thinking. That is the benefit which will 
come out of the present situation. Let us hope that the policies 
resulting from such constructive thinking will take the form of 
long term correction rather than of temporary remedies and I have 
every confidence that such will be the result. 

If there can be any summarization of these random thoughts on 
a most vital subject, it may be expressed in the idea that two 
factors for reducing unemployment are readily applicable and must 
be used carefully and deliberately. First, every effort must be ap- 
plied to the development of new products, especially of those which 
will fall into the classification of necessities and will displace least 
our present products. Second, there is inevitable a shortening of the 
number of working hours per week, with less than a corresponding 
reduction in wages. Of these two factors, the former has already 
played its greatest part and cannot be relied upon for any decisive 
future effect. The latter has been used only to a minor extent in 
the past but will be the real effective agent of the future. 
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